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Abstract
This paper explores the reasons for slow progress and existing 
problems in GMS economic cooperation. They include unbalance 
and low level of development in GMS countries, high pressure of 
environmental protection, fluctuation of bilateral relations, 
domestic political and economic changes, problems in cooperation 
mechanism, difficulties in raising enough fund, and lack of 
harmonization of standards and other facilitation measures. At 
present, more efforts should be made in overcoming existing 
difficulties and problems in regional cooperation, instead of 
proposing new programs and projects.
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Due to common efforts of all the parties concerned, GMS economic co-
operation made great progresses in the past two decades. However, it is 
also facing a series of difficulties to be solved in the years to come.
Although a lot of meetings were held and projects proposed, the actual 
effects have been relatively limited. The huge number of meetings and fo-
rum were not very effective for the discussions did not yield real results as 
expected. Many projects discussed were not actually carried out or devel-
oped rather slowly. Taking North-South Economic Corridor (NSEC) as an 
example, a lot of meetings and workshops have been held for discussing 
about Cross-border Transport Agreement (CBTA) and regional trade of 
electricity, environment and tourism, but not many concrete results have 
been achieved. In order to make GMS cooperation more successful and 
bring about more benefits to the countries in the region, it is necessary to 
review its two-decade development and find out existing problems. This 
paper will explore the reasons for slow progress and existing problems in 
GMS economic cooperation.
I. UNBALANCE AND LOW LEVEL OF DEVELOPMENT IN GMS COUNTRIES.
The GMS economies, especially those of Cambodia, Laos, and Myan-
mar, are generally less developed and the development level in the region 
is unbalanced. Therefore, there is a lack of financial capability to support 
cooperation at the subregional level, and, shortage of fund poses an obsta-
cle to effective implementation of cooperation projects. It can be witnessed 
especially in infrastructure development. A good example in point is that 
the Kunming-Bangkok highway could not play full roles in 2008 due to the 
failure of building a bridge across the Mekong River. The major obstacle to 
constructing the bridge was lack of fund, and as a result, it was excluded 
in the Kunming-Bangkok highway project. Besides, the diversity of inter-
ests of concerned parties prohibits multilateral transportation projects. 
For instance, there is a lack of trust of less developed economies in more 
prosperous Thailand, which exerts negative impacts on the realization of 
some proposed cooperation plans. The Laos thought the construction of 
Kunming-Bangkok highway could only create limited benefit to Laos be-
cause of the relatively short distance (274 km) of the highway is located 
within Lao territory, so it did not show much interest and the agreement 
could not be reached on levy of tolls. Cross Border Transportation Agree-
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ment (CBTA), the most important trade facilitation initiative, has to be 
postponed for some countries have not ratified it. Furthermore, the one-
stop, one–window inspection and quarantine have not been seriously im-
plemented.
Besides, backwardness of infrastructure dampens the investment
enthusiasm of the private sector, and the relatively low level of governance 
prohibits the cooperation projects from playing more effective roles. The 
labor force’s low level of education is also a problem faced by foreign inves-
tors. After all, the sustainable development of GMS relies heavily on sup-
ply of labor force both in quality and quantity. 
II. HIGH PRESSURE OF ENVIRONMENTAL PROTECTION.
GMS cooperation is confronted with pressure both at home and from 
abroad in protecting ecological environment. The world community is pay-
ing more and more attention to the negative impacts of over-exploration of 
natural resources on the environment, for example, threats to biodiversity 
and fisheries, and has been trying every means to exert influence to GMS 
cooperation. Many NGOs have been criticizing the development of hydro-
power resource in Lanchang-Mekong river area. Thailand finds it hard to 
deal with the dilemma of development of natural resources and environ-
mental protection. The downstream countries such as Cambodia and Viet-
nam have shown great concern over the negative impacts of developing 
hydropower resource in upstream countries. Criticism also comes from do-
mestic NGOs and mass media. They have noticed the quantity of fish and 
hydrophyte is declining, and the interests and life of local people have 
been harmed. So far related laws and regulations of different countries 
show great diversity and there is yet no dispute-settlement mechanism in 
this region.
III. BILATERAL RELATIONS EXPERIENCING FLUCTUATION. 
There always exist unstable factors in relationship between Thailand 
and Cambodia. In 2008, the historical dispute over ownership resurfaced 
when Cambodia sought to register Preah Vihear Temple as a World Herit-
age Site in the United Nations Education Scientific Culture Organiza-
tion. The Thai government objected on the basis that the application re-
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ferred to land around the temple that belongs to Thailand. The dispute 
finally led to military conflict, which caused serious losses in tourism and 
trade. The appointment of former Thai Prime Minister as economic advi-
sor of Cambodian government in 2009 further jeopardized bilateral rela-
tionship and all cooperation projects of the two countries were suspended, 
including the agreement on the construction of the No. 68 highway. It is 
expected that territorial dispute between the two countries cannot be 
solved in a short period of time and can be an obstacle to economic cooper-
ation both at the bilateral and regional levels. 
IV. DOMESTIC POLITICAL AND ECONOMIC CHANGES.
Domestic problems in political and economic areas may also have di-
rect impacts on regional cooperation. For instance, the prolonged political 
turbulence in Thailand between 1996 and mid-2010 made regional cooper-
ation process detained. The Thai entrepreneurs’ enthusiasm in investing 
in the bridge across the Mekong River has substantially decreased. Due to 
political instability, Thailand suffered seriously from sharp decline of for-
eign tourists to 14 million in 2009, a drop of 8 percent. Besides, the econo-
mies of Cambodia, Laos and Vietnam are all in transitional period and re-
lated policies, laws and regulations are still in the process of reform, which 
also have impacts on regional cooperation.
V. PROBLEMS IN COOPERATION MECHANISM.
Due to a lack of dispute settlement mechanism, the conflicts stem-
ming from developing and utilizing resources have to be resolved accord-
ing to international laws. In many case, the existing laws cannot satisfy 
the needs of solving international conflicts in this region. So far, China and 
Myanmar are not formal members of Mekong River Commission (MRC). 
Obviously MRC cannot take the full responsibility of coordinating the en-
vironmental cooperation in Lanchang-Mekong River as a whole without 
the active participation of China and Myanmar. As GMS cooperation is not 
carried out within the framework of the existing China-ASEAN Free 
Trade Area (CAFTA), it cannot make use of the dispute settlement mecha-
nism of CAFTA, especially in such fields as environmental protection and 
developing natural resources.   
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In addition to lack of coordination of different cooperation projects, the 
documents and agreements of the ministerial meetings fail to offer useful 
guidance to the implementation of projects. Besides, the GMS cooperation 
covers too many large areas. In the 10-year development strategic frame-
work adopted during the first summit, five big goals (covering infrastruc-
ture network, cross-border trade, encouraging private investment, human 
resource development, and environment protection) were set and 11 big 
projects were approved. So far most of the plans and projects have not 
been properly implemented or simply stand still. It is an urgent task for 
GMS members and the working groups to make their projects and plans 
more feasible and have them seriously implemented. 
VI. SHORTAGE OF FUND.
Though ADB and governments of GMS countries have provided finan-
cial support to various development programs, it is inadequate to imple-
ment all the proposed projects. According to the estimation of ADB, if all 
the cooperation projects proposed in the ministerial meetings were to be 
carried out, more than US$ 200 billion would have to be raised, and ex-
penses on infrastructure development alone may total US$ 20-30 billion. 
It is certainly hard to raise enough fund from the region, ADB and donor 
countries. Some bilateral and multilateral cooperation projects were sus-
pended as a result of East Asian financial crisis in 1997-1998 and post-
pone of some ADB’s loans. Due to the impacts of recent world financial cri-
sis, it is even more difficult to obtain enough financial support and the 
involvement of the private sector. In order to fulfill the aim of GMS cooper-
ation, ADB’s donor member countries set up Asian Development Fund 
(ADF), a multilateral source of assistance exclusively to the needs of the 
region. However, due to the attacks of the Asian and global financial crises 
and the fact that too many ambitious plans were proposed, it has become 
more and more difficult to raise enough fund to support the projects. 
VII. LACK OF HARMONIZATION OF STANDARDS AND OTHER
FACILITATION MEASURES.
Differing standards and technical regulation between countries, if not 
properly managed, can become barrier to trade and smooth economic coop-
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eration. Therefore, there is increasing concerns regarding disparities in 
quality control and inspections standards among countries concerned. 
Many complaints from the business circle concentrate on the lack of com-
mon standards, conformity assessment, sanitary and phyto-sanitary 
standards and other technical regulations. For instance, different views 
over agricultural chemical residues may easily bring about disputes in 
trade of agricultural products, and in transportation, harmonization of sig-
nal lamps, road signs, standards of design is also essential.
Since the concerned countries have not established a mechanism of 
information exchanges on standards, the businesses find it hard to obtain 
necessary information. If the manufacturers have access to information on 
technological standards, they can make necessary adjustments in the pro-
duction according to the practice of other countries so as to avoid non-tar-
iff barriers.  
GMS cooperation is basically project-oriented and many projects cover 
a number of related areas. For instance, cross border highway and railway 
transportation involve such areas as law, administrative service, and other 
economic sectors. The successful construction of transportation facilities 
does not necessarily guarantee smooth business transaction or these pro-
jects playing full roles. In 2008, only 89745 automobiles (on average less 
than 250 automobiles a day) crossed the Yunnan border checkpoint of 
Kunming-Bangkok highway. Each day less than 40 trucks passed the 
checkpoint. In addition to time consuming inspection procedures, the 
goods carried by Chinese vehicles have to be transferred to Thai vehicles 
when they reach the Thai border. Besides, the companies concerned often 
have to pay surcharge. These certainly add to transportation costs. 
GMS cooperation yielded good results in the past two decades and the 
concerned countries have benefited to various extents from cooperation 
projects. However, there still exist problems to be solved. As their relation-
ship continues to grow closer, more and more cooperation mechanisms 
need to be established. From a long-term perspective, it is important that 
all countries in this region should exert greater efforts to expand mutual 
trust and define the norms that will guide their economic relations. At pre-
sent, more efforts should be made in overcoming existing difficulties and 
problems in regional cooperation, instead of proposing new programs and 
projects.
